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Abstract 
Purpose of the study: It is the goal of this study to explore selected Malaysian public universities undergraduates’ 
awareness and knowledge level of internal Shariah audit. 
Methodology: The research used the quantitative approach of the survey. A survey was administrated to undergraduate 
students in accounting and finance programs in selected Malaysian public universities. 
Main Findings: The results of this research may indicate the level of knowledge and awareness among accounting 
students in selected Malaysian public universities. The outcomes of this research could serve as a reference point for the 
public universities, regulatory and professional bodies in evaluating the execution of a complete internal Shariah audit’s 
framework. This research will help to enhance the accounting courses offered by selected Malaysian public universities. 
Applications of this study: This research may provide the accounting students and professional accountants the 
understanding of the importance of internal Shariah auditing in Malaysian IFIs.  
Novelty/Originality of this study: Awareness of Internal Shariah Auditing in public universities in Malaysia has not been 
extensively studied.  
Keywords: Internal Shariah Audit, Conventional Audit, Accounting Students, Quantitative approach 
INTRODUCTION 
Shariah auditing is gaining the attention of Islamic Financial Institutions (IFIs) in which these institutions are increasingly 
aware about their contribution in attaining the aims of Islamic law, the Maqasid al-Shariah (Shahul & Yaya, 2005). Shariah 
audit aims to ensure that an IFI’s activities are in-line with the Shariah. It is expected that IFIs offering Islamic Financial 
Services subscribe to Islamic ethical code and operate within Shariah’s requirement. Therefore, in ensuring that IFIs’ 
operations are not contradictory to the rules and principles of Shariah, Shariah Supervisory Board (SSB) often acts as the 
advisor or supervisor to the activities undertaken by the IFIs. The activities are aimed at boosting the confidence of the 
users of IFIs’ financial statements, as well as to motivate these users investing or depositing their funds and using the 
services. The significance of Shariah governance is communicated through the enhancement in the corporate governance 
for Malaysian businesses where it is specifically outlined in the Shariah governance framework (SGF) issued by BNM in 
2011. The SGF defines Shariah audit as, “periodical assessment conducted from time to time, to provide an independent 
assessment and objective assurance designed to add value and improve the degree of compliance in relation to the IFI’s 
business operations, with the main objective of ensuring a sound and effective internal control system for Shariah 
compliance” (BNM, 2011).  
In this guideline, Malaysian IFIs are to appoint and elect a committee that consists of experts in Shariah matters. The 
committee is responsible to work with the board of directors in ensuring that the institution is functioning under Shariah 
principles. Nonetheless, Malaysia still lacks capable Shariah executives who are adept in both auditing and Shariah 
(Kasim, Mohamad Ibrahim & Sulaiman, 2009; PwC, 2011). Before 2011, BNM stipulated that IFIs’ Shariah governance is 
to be supervised by the Shariah Committee. The committee is also to conduct both review and audit on Shariah-compliant 
matters. During that period, no specific guidelines on IFIs’ Shariah governance were issued. After 2011, SGF was 
introduced, and this significantly changed IFIs’ conduct in Shariah matters. The ruling by BNM (2011) has effectively 
enlightened the Malaysian IFIs on effective Shariah governance. As a result, the internal Shariah audit’s implementation 
also has to be addressed at the educational level. This is imperative as the absence of practitioners with internal Shariah 
auditor background must be addressed first. Most Malaysian undergraduates trained in auditing are either being educated 
in accounting courses offered by public universities or are those of Islamic studies’ courses (Yussof, S.A., 2013).    
To the best of the researcher’s knowledge, the professional certification for internal Shariah auditors is not being offered 
by any universities or professional bodies in Malaysia. Nonetheless, there is an uncertainty of whether our prevailing 
education system is capable of, and is prepared for the implementation of IFIs’ internal Shariah auditing. Hence, it is the 
aim of this study to discover the awareness of selected Malaysian public universities’ undergraduates pertaining to internal 
Shariah auditing.    
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LITERATURE REVIEW 
Differences between Shariah audit and conventional audit 
Khan (1985) states that IFIs’ auditing has adopted certain Western practices that match the Islamic society’s institutions 
and socioeconomic structures. The aim of traditional financial reports is to enlighten users on information pertinent to the 
decision-making and evaluation of the allotment of inadequate resources in a capitalist economy. IFI also have the same 
goals for their Shariah-compliant financial reporting. However, the stakeholders (i.e. managers, auditors, account holders, 
creditors) of these institutions are highly sensitive if the institutions comply with Shariah laws in their business activities. 
From an Islamic perspective, the Rabulmal (depositors), i.e. those who provide capital for profit-sharing basis, require a 
greater affirmation that the profit (or loss) announced by IFIs is genuine and accurate. To ensure that business activities are 
calculated, documented and reported in conformity with Islamic guidelines, the principles of accounting that adhere to 
Maqasid al-Shariah (Islamic law), the main distinctive feature of interest-free banking in comparison with traditional 
banking have to be adopted (Karim, 1990)         
Traditional audit and financial reports adhere to Anglo-American regulations, and they are not following the laws or codes 
of any religions. Traditional auditors are not responsible to stakeholders, unlike IFIs; i.e. in terms of funds advanced to 
borrowers, and how the funds are utilized by them. There is also an absence of social responsibility by the auditors to 
remark on the investments or activities carried out by the organizations should they caused dwindling of non-renewable 
resources, or resulting in socioeconomic externalities (Khan, 1985). Also, the auditors do not play any role in examining 
management practices and their effects on the community. The standards of audit and financial reports that are based on 
Anglo-American accounting’s practices and views are inadequate in servicing IFIs’ requirements. This is due to their 
shortcomings in accommodating Shariah guidelines that form the foundation of all Islamic activities. Hence, this causes the 
need for having accounting and auditing benchmarks for Shariah-compliant business organizations (AAOIFI, 2010). 
Therefore, Shariah-compliant auditors’ job scope is basically and conceptually differ from traditional auditors. This is 
because auditing scope of Islamic framework is much greater than that of traditional audit where it extends the traditional 
concept of attest and authority to divulge on multiple aspects of social and economy of an organization (Khan, 1985).   
Table 1: Dissimilarities between the traditional audit and Shariah audit. 
Differences Conventional audit Shariah audit 
Scope  Audits are done on financial 
statements, compliance, operations, 
etc. 
Audits are done on Shariah-related 
matters in financial reports, IT system, 
human capital, products, processes; 
Audit on the governance of Shariah; 
Audit on non-adherence to Shariah in 
risk management 
Goals Financial, internal control and 
operational assurances. 
Shariah assurance and value add 
Governance  Answerable to the board of directors Answerable to both the board of 
directors, and SSB. 
Competency Comprehension and capabilities in 
auditing 
Comprehension and capabilities in 
auditing and Shariah related 
knowledge applicable to IFIs. 
 
Processes Trustworthiness and integrity of 
financial data and operations;  
activity and operation’s effectiveness 
and efficiencies;  
assets’ protection;  
sufficient risk management; adherence 
to laws, guidelines and contracts.  
Internal control is effective; 
Activities and processes comply with 
Shariah including legal documents, 
human capital, marketing, IT system, 
etc.; 
Shariah governance’s effectiveness; 
Sufficient Shariah non-compliance risk 
management 
Reporting Board audit committee Board audit committee and SSB. 
Ethics Professional, auditing ethics Auditing ethics and Islamic ethics such 
as vicegerency (Khilafah); 
trustworthiness (Amanah); piety 
(Taqwa) etc. 
Sources: Khan (1985) www.kau.edu.sa. 
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Important of education on internal Shariah audit  
Why the Education of internal Shariah audit is important, the Institute of Internal Auditing Incorporate (IIA Inc.) states that 
internal audit is not constrained, objective assurance and a consultation activity developed for value-added, and to improve 
the operations of organizations. Similarly, the role of internal Shariah audit is expressed by BNM-SGF as providing an 
assessment that is independent and is an assurance of objectivity, developed for value-added and enhance the IFIs’ 
adherence to Shariah. It also subscribes to the globally recognized standards, goals and methodology of the audit. 
Nonetheless, the agenda of Shariah audit also encompasses the advocacy for effective governance of Shariah. BNM-SGF 
also demands Shariah audits to probe on internal control that is sound and effective in terms of Shariah compliance. The 
industry currently has its focus only on prevailing internal control that originates from traditional practices; and therefore, 
there is a requirement for Shariah-specific guidelines to examine the internal control system for its compliance with 
Shariah (Hanefah, 2012). The meaning of Shariah-compliant internal control should clearly be defined. The establishment 
of BNM-SGF signals the increasing reliance of the regulator on the internal auditor, as a significant part in ensuring 
effective governance of Shariah. The increasing awareness on the advantages of forming internal audit control that is 
effective can be due to the lessons learned from past experiences; whereby the various corporate scandals and failures were 
results of failure to have an extensive review on internal control, corporate governance and risk management (Yussof, S.A., 
2013).            
It has been debated that auditors and accountants have inadequate skills, comprehension and experience in Shariah 
particularly those Shariah staff; as well as the Shariah auditors’ lack of responsibility (Karim, 1990; Yaacob, 2012; Yahya 
& Mahzan, 2012). Rahman (2010) states that one of the difficulties in the implementation of the Shariah audit is producing 
a competent and independent Shariah auditor. He proposes that any courses related to the training and education of Shariah 
audit should encompass two main knowledge. The first is specialization in Shariah knowledge as applied in Islamic finance 
and banking. The second is the knowledge and skills in accounting and auditing. In satisfying the current requirement for 
competent and qualified Shariah auditors, there is a demand for Shariah audit’s certification program. This program will 
fulfill the industry’s demand for a Shariah auditor who is competent and qualified, and with finance knowledge (Ali, N.& 
Shafii, Z., 2014). 
Shafii et al. (2013) find that a Shariah auditor’s competency has to be decided by every Islamic bank, where he/she must be 
knowledgeable in both accounting and Shariah. From interviews done on the focus group, it was discovered that the 
Shariah staff may be invited by the internal auditors to conduct a Shariah audit. Additionally, if there is experienced 
personnel, but is without qualifications in Shariah and accounting, then the person needs to undergo Shariah training. As of 
now, no professional bodies or institutions offer the certification for internal Shariah audit. Nonetheless, training in Shariah 
audit is conducted by several organizations here in Malaysia like CERT, Redmoney & Asia is. These trainings are given as 
a result of the demand for skilled and knowledgeable Shariah auditors. Those Shariah auditors attached with IFIs should 
consistently update their technical knowledge to keep up with Shariah audit’s latest issues. In view that there is already an 
on-going practice, the next step is to suggest on certification of internal Shariah audit for Shariah auditors. This is done to 
bring the industry’s current practice of Shariah audit to a greater distance.    
Currently, Islamic accounting is being offered by some Malaysian public universities such as International Islamic 
University of Malaysia (IIUM) and Universiti Sains Islam Malaysia (USIM); whereby this course is part of their degree 
requirement. The local universities’ accounting degree syllabus should enlarge their Islamic accounting course’s scope, 
particularly Shariah audit studies, by offering this subject as an elective course. This will allow the students to equip 
themselves with the capabilities and comprehension needed by their prospective employers. Amin, Rahman & Ramayah 
(2009) have conducted a survey over 135 students of Universiti Malaysia Sabah (UMS) and they discovered that students’ 
intention to enroll in Islamic course is affected by the attitude, subjective norm and magnitude of information of Islamic 
accounting. Therefore, when the correct information is communicated to all students (both Muslim and non-Muslim), a 
better comprehension about Shariah audit being part of Shariah compliance can be attained. This is imperative as when 
they graduated, this new generation of students will fill those Shariah-related posts in IFIs. For them to have an added 
Shariah knowledge is beneficial as there will be a healthy job market competition, as well as creating multi-skilled 
personnel for IFIs.     
The study by Najeeb and Mohamed Ibrahim (2013) provides another fascinating discussion pertaining to the 
professionalization of Malaysian Shariah auditors, as well as about establishing Malaysia as a hub for the professional 
certification of Shariah auditors. In this paper, the possibility of Malaysia playing a key role in producing Shariah auditors 
who are professional is discussed. Here, they suggest the establishment of accounting and auditing bodies, for example, the 
Association of Chartered Shariah Accountants and Auditors (ACSAA). This may result in an economic gain in which the 
Western countries have long controlled, i.e. the establishment of ACCA and CIMA. The Shariah auditors and advisors 
only have one certification known as ‘Certified Shariah Advisor and Auditor’ (CSAA); whereby this is an effort by 
AAOIFI. This program prepares its students to be equipped with the technical knowledge and professional skills in the 
review processes of Shariah compliance for global Islamic banking and finance sector. The training also includes technical 
courses pertinent to Shariah compliance, as well as review processes and procedures. For example, the Shariah standards of 
AAOIFI for Islamic products and activities, governance benchmarks of AAOIFI for Shariah compliance and review 
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process, supervision of Islamic banking and finance, as well as the implementation of Shariah & Fiqh (Islamic 
jurisprudence) into Islamic banking and finance practices (AAOIFI 2010).       
The researchers in Brunei are the only ones that have specifically addressed the issues pertaining to Shariah audit among 
students. They are the first to conduct an exploratory study of Shariah audit to explore the students’ awareness and 
comprehension on Shariah audit’s term and concept (Yaacob & Donglah, 2012; Yaacob, Shafeek & Nahar, 2013). It 
reveals that the students did not have a high level of awareness and comprehension on Shariah audit’s term and concept. 
This is because, throughout their studies, no exposure to Shariah audit has been given (Yaacob & Donglah, 2012). 
METHODOLOGY  
It is the purpose of this study to analyze the knowledge level of undergraduate accounting students on internal Shariah 
auditing.  For the purpose of this research, a quantitative approach of the survey was used, and it consisted of two parts: 1) 
Section A collects demographic information, and section B contains statement preference responses. Generally, a 5- point 
Likert scale of agree-disagree was used throughout the questionnaire. Target respondents were undergraduate students in 
the fields of accounting, finance, and business. A total of 240 students agreed to participate in the survey, the sample 
consisted of the accounting undergraduate students in selected Malaysian public universities, i.e. UniversitiSains Malaysia 
(USM), Universiti Utara Malaysia (UUM), Universiti Teknologi Mara (UiTM) and Universiti Pendidikan Sultan Idris 
(UPSI). The method was exploratory and descriptive in nature; and henceforth, the research objectives have been 
answered. 
ANALYSIS AND INTERPRETATION OF DATA 
Demographic Description   
The alpha coefficient of the whole questionnaire is (Cronbach’s Alpha 0.733), indicating that the questionnaire has an 
acceptable internal consistency. 
 
Table 2: Gender 
Gender Frequency Percent Cumulative Percent 
Male 68 28.3% 28.3% 
Female 172 71.7% 100% 
Total 240 100%  
 
The above table shows the demographics of the respondents in which the gender statistics are presented. A total of 240 
responses were collected; in which 68 respondents were male, while 172 respondents were female. However, females are 
dominating Malaysian public universities. 
 
Table 3: Age 
Age (Years) Frequency Percent Cumulative Percent 
18-21  181 75.4% 75.4% 
22-25  46 19.2% 19.2% 
25years above 13 5.4% 5.4% 
Total 240 100%  
 
The age statistics of the respondents are presented in the above table; in which most of the respondents fall under the age of 
21, i.e. 75.4%. This is the highest frequency for the respondents and it falls in the 18 to 21 age group.  
 
Table 4: Universities 
Certificate Frequency Percent Cumulative Percent 
USM 25.0 25.0 25.0 
UUM 25.4 25.4 50.4 
UiTM 24.6 24.6 75.0 
UPSI 25.0 25.0 100.0 
Total 100.0 100.0  
 
Statistics about respondents’ university are presented in the above table; in which all selected universities have about a 
similar level of respondents’ rate.  
 
Table 5: Course-Study  
Experience (Years) Frequency Percent Cumulative Percent 
Accountancy 96 40.0 40.0 
Finance 77 32.1 72.1 
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Business 24 10.0 82.1 
Others 43 17.9 100.0 
Total 240 100.0  
 
The accountancy course recorded the highest frequency. This is followed by the Finance and Business courses, 
respectively; in which reflects the level of course study. The accountancy had 96 respondents because we focused on the 
accounting course. 
Descriptive analysis 
The following table summarizes the answer frequencies and percentages along with the mean and standard deviation.  
Table 6: Awareness of internal Shariah audit  
No. Statement Mean Std Dev 
1 The internal Shariah auditors need to possess auditing skills and Shariah knowledge 
specifically in FiqhMuamalat. 
4.4042 .63310 
2 ShariahIslami’ah can help to harmonize Islamic society by following Shariah 
auditing standards. 
4.3167 .69647 
3 The main facets prohibited by Islamic law are uncertainty (gharar), gambling 
(maysir) and interest (riba). 
4.2917 .68938 
4 Internal Shariah audit is an alternative auditing system with the objective of 
providing users with data that allow them to conduct their businesses and entities in 
accordance with Shariah, or Islamic law. 
4.1375 .65476 
5 Internal Shariah audit is a periodical review done intermittently. It is to give an 
independent assessment and objective assurance, and is developed to enhance 
compliance and add value.  
3.9500 .73011 
6 The Accounting and Auditing Organization for Islamic Financial Institutions 
(AAOIFI) is an Islamic international autonomous non-for- profit corporate body. It 
issues accounting, auditing, governance, ethics and Shariah standards for Islamic 
financial matters. 
3.8625 .72164 
7 Internal Shariah audit is quite the latest concept in Shariah  3.6250 .77689 
 Average 3.4928     
 
Overall, the average is 3.4928. The awareness of Shariah audit was rated by the respondents and their statistical descriptive 
results are presented. The highest means score is 4.4042 and the lowest score value is 3.6250. There is a high degree of 
awareness on internal Shariah audit among the respondents. These findings are consistent with the study done by Halim, H. 
A. (2017) on the understanding and awareness of Islamic Accounting in Malaysia. 
Table 7: Understanding of internal Shariah audit and conventional audit 
No. Statement Mean Std Dev 
1 Islamic financial institutions are based on Islamic principles, and differ from the 
traditional ones where they have no religious concerns. 
4.1417 .80058 
2 It has similar conceptual framework to the traditional accounting, but with the 
perspectives and concepts of Islamic teaching.  
4.0875 .74644 
3 Investment in Islamic financial institutions must be guided by Shariah guidelines, 
whereas investment in conventional institutions are profit motivated – investments in 
liquor, tobacco, gambling companies are allowed (non-Shariah compliant) 
4.0042 .95724 
4 Internal Shariah audit framework should be different from conventional audit. 3.9917 .84334 
5 Islamic financial institutions are established on the principle of sharing of profit and 
loss, but the traditional system is interest-based. 
3.8833 .83022 
6 Islamic financial institutions advocate the sharing of risk between fund providers 
(investors) and fund users (entrepreneurs), but the traditional banking’s investors are 
guaranteed of interest rate that is predetermined. 
3.8750 .78759 
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7 The framework of internal Shariah audit does not differ from the traditional audit.  3.4083 1.02680 
 Average 3.9131   
Overall, the average is 3.9131. The results indicate that some of the undergraduate students understand the dissimilarities 
between internal Shariah and traditional audit practices, but with a low level of understanding. The finding is consistent 
with the findings of Yaacob and Dongla (2012) on postgraduates in Brunei. 
Table 8: Importance of education on internal Shariah audit 
No. Statement Mean Std Dev 
1 There is a requirement for internal Shariah audit by Islamic financial 
institutions (i.e. Islamic banks and Takaful companies) 
4.2958 .70264 
2 It is imperative that the framework for internal Shariah audit be developed. 4.2833 .68680 
3 An Islamic bank’s internal control system should encompass internal Shariah 
audit.  
4.1500 .66785 
4 The knowledge of internal Shariah audit should be possessed by auditors 4.1417 .71792 
5 Internal Shariah auditing syllabus is needed for the business sector 4.0750 .76713 
6 I would like to learn about internal Shariah audit 4.0583 .84631 
7 For Shariah compliance, Islamic banks’ financial reports must be attested by 
internal auditors. 
4.0292 .67469 
8 The subject of internal Shariah audit needs to be included as an elective in the 
accounting course. 
4.0208 .77863 
9 The subject of internal Shariah audit as a compulsory subject in accounting 
course need to be introduced. 
3.9917 .78154 
10 Internal Shariah audit must be limited to audit on financial reports only.  3.4917 .89626 
 Average 4.05375  
 
The above table discusses the survey on the importance of internal Shariah audit subject; and overall, the average is 
4.05375. This average indicates that it is acceptable to explore undergraduate students’ awareness of Internal Shariah 
Auditing in Malaysia. Majority of the undergraduate students would like to learn about internal Shariah audit, and they 
indicated that this subject should be introduced as an elective in accounting courses. These findings are consistent with 
Halim, H. A. (2017) on the understanding and awareness of Islamic Accounting in Malaysia. 
CONCLUSION, LIMITATION, AND STUDY FORWARD  
Conclusion 
This research explores the undergraduate students’ awareness of internal Shariah audit in selected Malaysian public 
universities. The research highlights the importance of Shariah audit, skills, and Shariah knowledge, specifically in Fiqh 
Muamalat and its implications. A majority of respondents are from the accountancy course who understand the difference 
between internal Shariah audit and conventional audit, but they produced a low level of understanding. Despite the low 
level of understanding on internal Shariah audit, the accounting students are willing to learn more about internal Shariah 
audit. The Shariah Governance Framework (SGF) issued by Bank Negara Malaysia (BNM) has clearly expressed that 
Shariah audit has to be undertaken by internal Shariah auditors. These auditors must possess sufficient knowledge and 
training in Shariah. Moreover, as long as the audit’s goal is intact, the internal auditors can seek the assistance of IFI’s 
Shariah personnel to perform the audit.   
Limitation and suggestions for further study 
The finding of this research may indicate the level of knowledge and awareness among accounting students in selected 
Malaysian public universities. Nonetheless, public universities, regulatory and professional bodies can refer to the 
outcomes of this research in evaluating their execution for a complete internal Shariah audit framework. This research will 
help enhancing accounting syllabus offered by Malaysian public universities. Additionally, this research may enable 
accounting students and professional accountants to understand the importance of internal Shariah auditing in Malaysian 
IFIs. Due to time constraint, the research has been not able to cover all Malaysian public universities. Hence, longer time 
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period is suggested for future study to enhance the depth of the topic and to get more responses. Larger sample is 
recommended to be considered for future research.  
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